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The Research Question. 
The stucy of business organizations relative to 
their successes and failures has become a Significant 


, and provided considerable income 


POL Some MLcro-eccnomists, acae@emicians and magazine 


iy 


weiters, Empirical knowledge has been the foundation o 


business theory and filled in wnere there has been no 


theory, 

OMe eLOm Of SUCCeSotUlsoreanizations ty those that 
Pmeewcce ine tne ligmt of truthe ss beine practiced constantly. 
Se-nereal Motors aecentralized success under Alfred P, Sleare 


was imitated by many in an effort to achieve financial gain, 
Unfortunately, in borrowing methods from another organization, 
all attending conditions must be considered in order to be 
reasonably sure of Similar results, All too often this was 
not done by General Motors admirers who discovered that 
decentralization was not the Midas touch, 

ltkewise, the purpose ot thas thesis is not to show 
exactly why a large corporation is successful, but to possibly 


Shed some light on wnat is widely recognized to be the most 


feaic resource Of that corporation, its management, 


” 


Tne International Busiress Machines Corporation 
(hereafter ceferred to as JBM) is often reputed to be 
one of the most successful modern corporations in the 
United States and the world, Evidence of this success 
Peed be exolored im Chapter Ji. For now, if should be 
Spr itctene to cnet that if 2s an organization of rapi 
and consistent growtn, now controlling some 70 to 80 
percent of tne world data processing equipment market, 
aturally, thefe are many IBM watchers, both 
professional end amateur who have varying opinions as to 
the key(s) to IBMis noteworthy xrecord, Some of the 
reasons often stated are: computer hardware reliability) 
devotion to research in many areas; superior programmning 
metecOrtwere Lochinolosies: concentration on and perfection 
of salesmenship: emingly unlimitec customer support; 
Superior manufacturing capabilities; maintenance of a 

high quality corporate image; selective hiring and promotion 
mecnisques; lots of cash and sufficient size to absorb the 
consequences of mistakes, 

All of the foregoing seem to be legitimate contribu- 
tions to the IBM Success Story to a limited extent; however, 
there is one more factor that is almost universally pro-~ 
Claimed and is more perveSive than those mentioned: 


superlative management, ipfti's management practices are 


noted as among the most successful in modern industry. 


z 


Messe Practices Aare rot wricten in LBM doctrine since 
they ace executed as dictated by the situation, We 
Cannot, then, examine these practices, but we can gain 
some insisht into the people who generate the decisions 
and see that they are executed, 


It may be said that JEM'sS management practices 


are a function of its executives or manasers, Management 


pote 
Oo 
os 


after all, cannot stand alone without formulat 
pretation and execution by executives, The main research 
G@e@estion of this thesis, then, is to pinpoint the charac- 


a 


teristics possessed by IBM top management personne] thet 


(D 


Meco ttuce to Ibbi's extradraimary record, current 
Seals ana <Ucuse prespect In examining this area, we 
Should be able to analyze similarities or differences 
Within the top management group, and also characteristics 
me that group thatmay edtimer set it apart from other 


corporate managements or associate lt with successful 


Before this main question can be analyzed properly, 
Mmowever Other moce basic questions must be researched: 
Has JB really been successful and what constitutes that 
Success? dow is IB organizec? What are the key areas 
Seen aAtwesranigation and who are the tod manazers? Are 


Enere any noteworthy characteristics peculiar to top IBM 


Manesers that are either Sinilar to or different from other 
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Successful industrial organizations? Where has | 
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succeeded that otner sitnilar corporations have or have 


B. 


ot? How will IBM top management reac 
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social attitudes of the future? 

It is expected that .the answers to these questions 
Will display IBM's management proficiency in its most 
fundamental element; the people who mak= the corporation 
work the way it does, This is an effort to characterize 
1Bii top level managers in terms of who they are and where 
they come from as applied to what they do and why they 


Go it. 


scope and Organization of the Study 
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In order to gain an adeauate understanding of I 
mManagem2ant and attach the proper Significance to the 
examination of that maragement 


, it is necessary that 


this thesis take on the structure of a case study. The 


Haat) 
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irst preraise that must be established is that IBM is 


indeed successful and significantiy so, This is done in 
Several ways, 

IBM's current standing among major U.S. industrial 
morporations is shown along with historical trends. and 


Meture projections, Also, an exXamintion will be made of 


3 
Meends Of Various indicators, such as earnings in several 
forms, These are particularly interesting when related to 


Stocumarket expectations and stock performance, 
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by M - “Am: ae +5 _ + . ~ aad Fis 
More specific comparisons will be made between 


Bind similar corporatiors such as rolaroid, «Aeron, 
Gencrol Data Corporation and the Univec Davisioi of 
Sperry Rand. In this wey, paralleis and divergences 

Gan be drawn to lenc insight into managemant churacteris- 


eo the bigesest limiting Factor, anc shoule thexserore 
be examined: legal confrontation, Lawsuits have 
i 


provided some of tne stormiest episodes in IBM's history 


and will provably continue to do se, The very neture 
Metts Size, srowtn rate and merket dominance have 

faacde IBM vulnerable to this avenue of attack, HAany IB: 
watchers see legal action as the orly significant 
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To be fully appreciative of IBM as a commercial 


insitution it is necessary to understand its history. 


° 


IBy is built to a greater extert than most corporations 


od 


On tradition ard dominant personalities, aAn understandings 
of tnese traditions ard personal influences is vital to 
corporate behavior, even now in a dynamic business 


environment. 


by its noteworthy organizor and driver, Thomas J, Watson, 


The patterns of growth from the meager early 1900's to 


+ 


the present colossus will be explored, And final 
Will become acquainted svith the JSsi corporate belieis 
@nd soals as ocutlinedad by Thomas J, Watson, Jr inheritor 


of the IEM family legacy and Chairman of 
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These philosophies are sometimes discounted us havin 
ieos Meanans in today's business than they once did, but 
are essential to the appreciation of the IBM way of 1: 


and aura of success, 


Neostyle is Necessary (OO Gaek at the present 12.1 
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Perporats Ocsanization. The ereanazation itself 
the rationale behind that organization is described, as 


well as trerds in that organization, seat 


D 


most apparent 


Memoon £LOt Outlinine the IB ersemazation is to ascertain 
sey organization positions within it, The men filling 
these positions are those that will be analyzed in the 
following chapter, 

Designation of top management is the first 
necessary Step to analysis of IPM managers, Basically, 


they are; the Chairman end Vice Chairman of the Board, 
M_eeclasit. Sxectitive Committee Chairman, all Senior Vice 


Meesidents, all Vice Presidents, all Group Sxecutives 
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mek Division $ tives or Presidents, the Secretary, 
mee ircacueer, and the Controller. Other members of the 
Board of Directors are excluded because they are recruited 


from other institutions and may not necessarily reflect 


LBM manaseinont development and bhilosopny. 
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Bloe@raoivtcal ineormseion On these incdividuais is 
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analyzed re IBsi Executive group and to other 


leading incustrial corporations, The information extracted 


is: age 


, formzl education, occupational background, 


terure with LEM, promotion pattern and other less tangible 


Ooverg@li group characteristics, Tabulation and comparison 
of this information is used to show how IBM management is 


different from some other successful organizations, and 
ow it is to a great extent internally homogeneous, 


Exploration of historical ox present traits is of 


J 
me 


Pattie value unless projected into the future, The Las 


area Of research is therefore involved with how LBM will 


tte 


react to future Situations, Answers to several questions 
will be attempted: Will the current emphasis on marketing 
continue to be as all«pervasive? “Will the technological 
explosion change management patterns or the principle 
Sources of top manasement personnel? How will IBM 


respona to the increasingly important role of social 
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Ality? Will IBM top management recruiting and 

promotion practices be affected by such social attitudes 

as anti-establishment sentiments, trend of college graduates 

away from business careers, and increased employee mobility? 
It is assumed that these are questions for whicn [Bel 


itself may not yet have the answers; yet they are germane 


Ws 
sy 


Bo CS future status enc worthy of speculation, iB. 


aA 


Ss to a sreat extent on its image as an icon of the 


Gorat 


oy 


Poemetrial community, and as such will probably continus 
in attempts to embellish that image, In trying to answer 
bee cuove questions, further insisht into the IBM corporate 


management character is developed, 


Research and Analysis Nethods. 

The researci ine thods used were of three basic 
bypes: library reading, interview, wand correspondence 
inquiries, Correspondence inauiries were addressed to 
IBM corporate offices, One interview was conducted with 
eetocal IBM information representative, Other conversa- 
Cions have been conducted with various IBM customers and 
employees prior to formal commencement of the thesis 

ssearch effort 

Current periodicals were the source of the chapter 
related to IBM success, The variety of Sources is viewed 
as being objective testimony to Success patterns, Three 
Books furnished background information for both the 
Mastorical chapter and tne chapter on IBM success, 

Material on IBM organization was obtained through 
an interview with a local IBM information office and recent 
HBM Annual Reports to Stockholders. Biographical material 


On top management personnel was obtained through correspondence 


with IBM corporate headquarters and various business 
Pac ae wes . 

Information and opinions on the future of IBM was 
also obtained throush correspondence with corporate 
Heacquerters, various peiiodicals and books, along with 
a certein amount of personal speculation, The value of 
these judgments in ennanced through personal exposure to 
IBM employees, IBM ex-employees, IBM customers, and 
customers of other competing corporations, 

Omerouryer book, Fop jar aasementt , LS Par Uso ieee 1 Y 
helpful in comparing IBM top management characteristics: 
Pemedgee iyi itteon other geagins U.S. industrial 
corporations, The various biographical qualities pre- 
viously mentioned are tabulated for the 43 IBM executives 
Selected and percenta 
are then compared to those of the fifteen surveyed 
corporations for Similarities and differences, 

It is realized that analysis based solely upon 
information from IBM is of necessity not always objecti 
me is felt, however, that the diversity cf articles and 


Mee<S, in addition to personal expemience, provide the 


objectivity required, At times the comments contained in 


Oe eee oe oe oe 
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De, Heleams Carlton A, Pederson, Gayton =&, 
Germane, Top Managemert., (New York: MeGcaw-Hill Book 
me., inc., lL 


LO 


this thesis may appear to be slanted toware LC Oe “tas 


is because IBM's progress has in fect peen most exceptional, 
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Amc it is because of its exceptional lone term record thet 


i3M is selected as the object of this research, 


Seerent bandits, 


Gilbert Beeek and the Editors of Fortune have 


etatod: 


"NTBM'S movement to competitive strength is not 


ereegualled in industry, "} 


MNO Capital goods industry has grown so fast 


4 x 


een 
the computer industryt., ho capi. 
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ct 


‘hs! 
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fal. 26605 “Lndusitie, 


been so doininated by a Single company Ly Be}, 02 
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A recent issue of Business Week says: 


Few if any companies dominate their 
major markets the wey International Business 
machines Corporation does , , , & company so 
Peel Veatmced TOr crisply ert LClent 
Management . . .2 


Such comments are Strong testimony regarding 
[Bil's present position in the marketplace, Jt is not 
mossible to quote the precise share of the inarket 
controlled by IBM because there is no agreement on a 


percentage figure, IBM competitors and the Department 

LGilbert Bur 
Comouter and its vote 
darper and Row, 1965} 


the ecitors of Fortune), The 
for Management, (itew York: 


2 ee Oe 








Sep Tae SCeomputem industry's Great 
Gere. Aveccst., Sas, 9. 92. 


—— Products Fail IBM's Tough Test," Business 
Meek, Decemocr 20, 1969, po. 20-1, 


Ee 


Oe Justice Estimate around 80 percent. IBM will adinit 
Mersomethin= snort or /O percent. Fortuge claims ITEM 
control to be /0 percent and stable, 
Some CoOwaent about tie@marset ineyvnich 2S ccimapetes 
is in order, Ilt can be cahegorized into hardware 
(computers) and softwere (prograns and systems), The 
Software market is worth nearly $Z billion annually. 
Roughly three-fourths of it is controlled by herdvware 
manufacturers, and three-fourths of that is controlled 


by IBM, 2 


Tne hardware magne e 1S eGxpernoing et a rate of 


3 


about twenty percent per year.and now totals about S14 


billion per year. It is i a to reach about $30 


Peliion by 1972, ard IBM is so CoO Metta 10S) 70 
b a. 5 
percent plus Shere, 


it is foreseen that the computer or information 
Sciences industry will continue to expand significantly 
as has been the case since it began in the early 1950's, 


ine reason is that the technology feeds on itself, 


expanding man's creativity and ability to learn, New 


technologies are devised and new information justifies 
mew pursuits, in the business world, automatic data 





Management, p. iene 





3Burck, WGreat Hxpectations,™ p, 145, 


processing has been sold moze to furnish infortation 
and better management techniques then to streamline 
existing methods, Ina more material aspect 


are just now able to learn by experiences throug; 
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Computers are also being used 


to design other computers--the beginnings of a sort of 


Western man's involvement with automation is now 
nearly irreversable, Return to manual methods in the 
business wovld is all but unthinkable, Most scientific 
eenaevyements to date would ba stagnant, if not nullified, 

rernaps a more meaningful indication of 1 5Bri's 
Stature in the industrial comminity is its position 


meacive fo Cciner leadims industrial corporations in 


elehteenth place in ] 
Seventh place in 1967 and finally to sixth place in 1968, 
During that period I8M has jumped ahead of Westinghouse 


Meee tenen Stee), movil O21, Dwmmont, Texaco, and U.5 


eee es ees es oe ee 





nethe Too JODM (Industrial Corporations). Fortune, 
Mey 15, 1959, pp, 12h-5, 


21959 statistics are rot yet available. 


Peet ineeme. 1b hesvovermaken Fora@eotor 


Man, GULF Oil, Standard Cil o 


infty 


California, Texaco 


(: 


and DuPont, in progressirg from ninth place in 1953 


mo third place in 1968 I 


¢ 


ery ome § 


OG Geecntins Stace cs show that Tk rans 
number five in number of employees in 1966, number 
fewc inetoteal assets, and number Six in investment 
Capital, IBM hes advenced from twnety-second to 
nineteenth in net income as a percent of sales, and 


from sixty-sixtn to thirty-seventh in net income as 


% 


percent of investment capital between 1957 and 1956, 
IBM's growth rate was forty-fifth amons the 
ive hundred indcustrials in 1963, Although IBii's 
Srowth is noteworthy it probably ranks no hisher than 
this because of its already considerable base against 

which growth rate is measured, 

The totel merket value of IBli common stock is 
the highest of all industrials and its price per share 
iS the hishest on the New York Exchan In the ten~ 
Beat period from 1959 through 1968, IBN stock splits have 
totalled 280 percent, This information is relatively 


MiipOrtant except aS a gauge of investor's expectati tons 





litere Comes Pee Sore Peeetwiee, 1968. 0, 433 
and "The Top 500," Fortune, May May “ts. 1969,” SO, Zl 


me oe Aw te Sew a “iT ~ e 
[6 ae. Geers pri Jae 


et potential and earnings 
power, This information tecomes more significant when 


t 


Peed in CONJUretion wlth Exnibit 1, 
Although tne price-earnings ratio for ILBri commo 


Stock hes been so high as to give some marke alcmers 


Cause to think the price will someday tumble of its 


~ 


own weight, | BxHibLt 1 shows thet this indicator has 


so far been ignored py investors, probably due to 
steacy and impressive growth in earnings, shareholders 


and exoectations of future earnings potential 
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Pompacison ith Similes Orgenizations 

When examining a corporation it is often useful 
to obtain some knowledge of other organizations of the 
Same type, In order to achheve a well rounded compara-~ 


eve picture, two corporations of similar character will 


me cdiscussea, both of high marketing and technological 


Gom>etence, but not necessarily competing in the same 
Mee cet; Pol Boar VACTOx ws Gent itive OtnGr Corporat ious 


Will be examined which are the strongest competitors with 


IBii in the data processirzg world: Control Data Corporation 


ee i et 


lMoody'!s Handbook of Common Stocks, Third Quarter 
m7O9, Pp. "502; and IB: Annual Report, t, 1968, pp. 56-8. 


2ZSarnings per share in 1969 were $8,21 with the 
Market price of common stock near $350 per share, 


ae ; market price per share {$350 ) 
Price-carnings ratio = ———-- es cle =e on 
See yes bo slice eon we J 
Barce=Oarnines ratios for the Fortune Top 500 companies 
Se 
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ame the Univae Division of Sperry Rand, 


B, cOLeRoiyD, 


Mn 


Along with I5™ and aerox, Polaroid is known as 


bend 


a 


one of the leading growth stocks, 


r=" 


eins ale oh carmel OM Er bata) Tal 


ranks twenty-first among industrial corporations in 


C 


+ 


mortal stock market value, but only 344th in sales, 
Mea SeeGming paradox 1s attributable to the theory 
that the stock price is based on faith in Polaroid’s 
Marketing, technology and public image in the form of 
anticipated earn nines, 4 this is apparently the same 
tycoe of faith investors show in IBM 
There are also other similaritiss Polaroid is 
Bosctily tne preduct of one man's personality: Edwin H, 
Mond, founder, President, Chairman of the Board, and 
inventor of the self-processing camera, His close 
associations with Harvard and MIT have given him valuable 


technological allies and a wealth of statu 


OF 


Technology and patents play a Large role in 
Polaroid, as they do in IBM; however, in both organiza-~ 
tions, technology generally proceeds more rapidly than 


Mecent lire expiration, Polaroid is continuously 


S neiiaael 
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Ladam Smith, The Money Game, (New York: Dell 
FuoOlishing Co, 1969), Dp. 60; 


lettin Hompese glume 15, 1909, p,. 42. 


wt. 


leveloping new techniques to stav ahead of would-be 
Gonpetitors,, One of Land's cb3jectives is to make only 
Meocuets or features Which other companies are not 
willing or able to produce, 

Polaroid views its camera marketing effort as 
eeely a prerequisite to film sales, That is, the more 


ho 


hat are in the pwislic's hands, the more filin 


é 
. 
eA) 
=~ 
ae 


cem 
will be sold, One of Polaroid's major advantages over 
mee Pacciarch of the industry, is that Kodak signed a 
consent decree in 1954 in enswer to restraint of trade 


¢ 


allegations prohibiting marketing of film processing 


a 


memes: Dart of the price of the.fi1m; in Polaroid's case, 


mt @ 


{ 


Sucn separation is not possible, 
Marketing is as important to Polaroid as it is 


to IBM, In fect, Polaroid's success is more widely 


attributed to marketing than to technology, Markets 
are carefully picked, Television and magazine exposure 


cecently aimed at the youth market is now stimulating 
Camera and film sales in supermarkets, Attempts are 
being made to develop increasingly smaller cameras so 
Phat nearly anyone can carry one aS a convenience item, 
There will then truly be a mass market for Polaroid film. 

Hdwin Lame starteq™@as 2 technicran, but now has 
become a very competent management executive, His 


Management policies are interesting and in many ways 


Scientific itanagement, goes not write long mamos, and 
SieeS not havesys company omgganization chart....Land does, 
however, take cunsiderable interest in his employees, 
frequently telling them informally what Polaroid is 


doing and where it is goins. In this effort to preserve 


iat Co x 7 ra ‘ fnew ay, 4 A hay Cte J + - a tral) 
mee Sail Comouny atmosphere, he is following the saime 


(D 


Beals hela by 2Bu, On the financial side, Land is 
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at of a unique thinker, He sees no point in 
Pequisition of other companies and diversification, 
though rolaroid stock value would make such a stratezy 
Lnance operations throush 

longs term debt, ALL production increases to keep up 
With macketing plans are financed through increased 

Stock sales, ‘ne? theory is that the stock base is 

larse enough and prospects are good enovgh so that 
Garcrings per share aren't significantly dilute 

The above comparisons between roleroid and [Bm 

aice useful in understanding the philosophies of expanding 
Successful corporations, Polaroid is currently pointing 
towards slides and movies, which may pave the road to 
Overtakins Kodak, It is oessible bie =e OLaroid May even 


become a participant in IBM's market through the photo- 
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Time, tay 24, 1968, p. 92, 
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Tike many domputer miaruracturers, Aerox rents its 
Meacnires with aq additional usage fen per co; 
of inar keting BEevEee Gererred, but steascy cath flows into 
Mec Company enabling it to*exzpand under stable financlal 
planning, 

Aerox haS capitalized on scientific development 
to form a sound technological base, Its management's 
visionary attitudes on expanding business markets have 
made it vezy similar to 15M, The compary has shown high 


profits and investors have reflected the same high 
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eypectations, AS XUS it may soon be competing wath IBri 


im the area of information Systems, 


fe. UNLVAC 

The Univac Division of Sperry Rand has perhaps 
Mae longest experience in the computer field of any major 
company, It was in 1950 after IBb had chosen not to buy 
Mmeerirst Glectronic computer developed by J, Presper 
Bemert and Dr. John WW. Mauchly that Univac acquired the 
Pemert-l:auchley Corporation and their Eniac., In the 
following year the first UNIVAC I was produced, + 
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Mrom cheat tame On Unavac became a household word 
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YThomas Belden and Marve Seide The Lengthening 
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mesultins £eon 2tS Pole an tcbulatrine and “forecasting 
election returns, Unfortunately for Univac, its 
management was neither cchesive nor perceptive enough 
to capitalize on the newfound image, Univac's share 0: 
the computer macket was one hundred percent in 
dropped sharply thereafte 

Univac from from the outset a technologically 
oriented organization, Senior management seemed to 
lack the visicn to see how commercial business would 
develop, 

Unavac President, Robert EE, MeDonald has said, 

We developed some outs 
in the large-scale and re 
we never Mounted the market SIE 


to seil them, . . Sie alway ndexres timated 
the povwer of tne computer, VenmcoulLdn't 


Viscose 3.5 influence .- 


Tnere were also open management conflicts in 


th 
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organization, When design faults were found in 
the UNIVAC I there was much shifting of blame and 
Meevsation. Amidst the furor, several of Univac's 
best people resigned, among them William Norris, now 
Chairman and President of the formidable Control Data 
Corporation, It is obvious there were no clear lines 


Of authority. Management visibility was fuzzy and 


problems were difficult to pin down 
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Me eeday Ss Stemcards, Univee™s Linstelo years 


were almost complely unplanned, McDonald Says, 
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Untiiemecently, Unaiee's oneanizationymayobe 


characterized by absence of goals, underestimation of 
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the product, lack of planning and organization, manage- 
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ent bickering, and lack of salesmanship and marketing 
emphasis, 


Gilbert Burck hes said, "“rew enterprises have 
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ever turned cut so excellent a product and managed Lv 
te, 
Be ane ptiy, © 
Meme secently, however, Univac has recovered to 
some extent unljer the suidance of Dr, Louis Racer who 
moved from International Telephone and Telegraph, and 


mae hewesince left Univac for General “lectiake, In 1963 


() 


Univac increased its dollar volume of installed computers 


the Air Force base inventory 


rly 


by 23 percent, its sale o 

control system for $50 million was a milestone, Massive 
ateoffis of obsolete equipment have at Least been 

partially compensated for by a constant lease-to-sale 


fee10 Providing steady cash flows ,> 
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Sucompany Reviews~--The Big Eight Companies," 
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Moody's Computer Industry Survey, Fall, 1968, pp. 281-2. 


Univeac now seems to be Snapping out of its lLong-~ 
term slump through expert, market-oriented planning 


Gipled qa its@stiliemernidable teehmetceical-exportise, 
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Uraivec has shown profits during tne past three years fo: 
the first time since many can remember, Emphasis toward 
large multi-processing computers having communications 


Capabilities is evidence that Univac manageoment is showings 
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the perceptiveness of technological applicat: 


Marckets so necessary to such a dynamic industry. 


Univec's progression or regression since 1950 
has been almost opposite to that of JBM, Successes in 


the marketplace have been sparce for Univac and abundant 
for IBM because of organization, planning, marketing? 
and above all, management, Where IBM has been firmly 


dedicated to these four areas, Univac has shown 
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The results are s ctlingly apparent, 


fee CONTROL DATA CORPORATION (CDC) 


$ eae odd 


In 1956, the Univac dropouts, headed by Willian 
Norris formed the most notable new computer corporation, 
It is now coming close to overtaking Univec as the second 
meoegest ManulLacturer of ccmputers, next to IBM, Its 


fewtemie trom Sales, rentals and services blossomed to 


$433 million in 1968, + Only CDC, Univac and IBM are 
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Iucontrol Data Tackles the Giant," Business week 
June 28, 1969, p, 148, 
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Sercently Garnine Srolte: Igmetie Gata processing Tiaerket, 
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ii@emprolits mee usecondsonly to IBtipamethe industry. 

Chic has made this progress by competing in the 
market where the dominant IBM is weakest, large-scale 
Scientific machines, Lately, however, CDC has been 
expanding into an entire product line and looking more 
and more Like Pree 2 

Most of CDC's business has been in rentals so 
that much income is deferred, Because big chunks of 
Capital are required for expansion, CDC has acquired 


control of the Commercial Credit Coiapany and actively 
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SOught more business through outrcilg: 
One of Norris! cepjectives through expansion is 
to achieve a lacge enough financial base to house Ihm- 
type risks, Pravious inarketinsg targets have been 
ae 2 : 
Bevermment and unlversities,~ but now business applica~ 
tions are beginning tc require systems as large as 


Sclentific work so that CoC is in a position to penetrate 


the commercial market to a significant extent. 


rie Pesce, “Conerol Data sei eveot, Clirihanger, ” 
mertune, February, 1968, p. 126, 
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larze computers is seen to 


be two years ahead of IBma:*however, Norris sees the 
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need tc overcome (Be; reputetion, The answers is 
apparently better equipment and customer support. 


Bs witn IBr and Polarola, COC is lmergely tne 


Peaerestation of key personalities, Seymour R, Gray 7 
meeanong the leading céaputer developers in the worlca, 
[eis his wicluoence that is chiertly resporsible for CndC’s 
Re 2 

technical excellence, 

THeM@wost Gaominant persomality is that of Wilixvan 
Mee se) wno 1s said to be tough, seasoned, autocratic 
and a careful handler of money. His goal is to be the 


Meaeed!' OF the computer industry, conceding dominance 
fo ift:, His leadersnip has boosted company morale to 
an exceptional level through a venturesome spirit 


BeeetS has fathered a taut, fast-moving, enthusiastic 
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Serious competitor and a cynemic force in the conputer 


Market, its characteristics are very similar to l1Biuls, 
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quality marketins was spawned through federal government 
Mepal action. 
The pattern started to form in the early 1900's 
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Betore 18, when Thomas ijatson, a sales manager for the 


® c i f meyers S a a _ ee 3 : ei 
Wational Cash Resister Co, (UGR), was plachda in charge 


@erdealin= with combeting comoanies, Watson vigorously 
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Peued his competi Pipr 2m the used Machine marxeh by 


used cash resistec dealers: to seli out to his dunny 
company, 


One prominent tactic used against new machine 
competitors was to make a machine that looked like the 
competitive model and sell it for less than the competi- 
Gee's Machine, or build in features Ggusing it to fail 
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Ving the jlinpression that competitur's 
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Peematurely, le 
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Cash registers were inferior,. These were call 
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Manockout machines," peddled by "knockout squads" or 
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Bemockers'!, 


In 1912, Uatson and several other NCR executives 
Mere indicted on three counts of crlininal conspiracy ix 
mestraint of trade and maintaining a moroply., Early in 
the following year they were convicted and sentenced, 
Watson was tagged for five yeers, but because of appeals, 


later gooc desds and the omnipresent passage of time, 


the case merely died out and the sentence was never served,? 
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Apparently tne emperlence made a profound impression on 


See me 8 eee et 


lyiilliam Kodgers, Think, (New York: Stein 
and Day, 1959), pp, 44-5. 
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MetSon, £Oz One Of Nis most often spoken admonition 
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throughout his daye at IBM was "Do rigt 
By 1935 IBM was firmly established, and together 
Peto Romington Rand, produced virtually all date pro- 
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and printing blank punenm cards itself itn o«cder to save 


meney, Unrortiunately, IBm'is policy at the time@ owas 


foe nO One else's cards but Reo Ss were of surficient 


wen ob L 
quality to guarantee adequate machine performance, 
Beecnermore, Lhii and Univac had entered into an agre@ment 


whereby one compartry would not at 
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empt to market its 
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1936, IBM was convicted of 


Zmeothabmc OL trade, but Mey Wats always contended 
that IBM's practices ware in the furtherance of aggressive 


free enterprise,+ 
Again, in 1955 the federal government had mis-~ 
Bevanes about IBi.'s size and dominant capabilities, 


This time it was out to dissolve 18i's policy of making 


1£S machines available through lease only, also, 13M 
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EPIcsci egy IeSONR 


had patent rishts on a hish spead press that was able 
to produce cards faster and more economically than 


amyone else, to the extent that IBn again virtually 


over vehement protesting by the aging 
jomas Watson, Tom Watson, Jr., then corporate 
nt, caueeed a COneerGmdocres, pavime themeey tor 
outrisht sales cf equipment and agreement by IBM to 
Givest itself of card producing capability down to 

Peesy percent of the total available in the industry. 
IBM was forminy an image as a vigorous compatiatvor 
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eager to play by tme rules, 

And now IBM is once again embroiled in legal 
hassies, orly this time the adversary has several heads, 
The Data Processing and Financial Corporation, largely 
a Marketer of cata processing services, has charged 
that IBlits packaging of programs with computers under 
Pie same price structure is discriminatory, in that LBii 
customors receive preferential treatment, 2 
The young and prosperous Control Data Corporation 


has charged IBM with restraint of trade through the 
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Zvsnother Great Divide", Forbes, Februaxry 1, 19569, 
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Marketing of "phantom computers," That is, according 


fo CDC, when COC wes preparing to amMeunce their giant 
model 6600 in 1965, iBM announced their System 360, 


model 91 and persuaded many would-be CDC customers 


bad Ne 


Bamnovd their ofcers £O Se2 1f the IB machewbme couldn't 
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do the job better, When the 360/91 failed to materialize, 


primarily because of programning and systems (software) 


delays, CDC President, William Norris challenged IBM‘s 
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intent, 1 


MeGeraeGert lye Ce8Gwamnounced 1tS Laces Super 
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QO and some think that cbdDC's legal 
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computer, the / 
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aSsault is an effort to temporarily forestall LBM 


announcement of a competing computer and, therefore, 
Zain a market advanta 2 Whatever the rationale, it 
is a formidable legal effort because of I3h.'s vulnerable 
position as the dominant figure in the market 

There ace also lesser Lawsuits being brought 
against IBM, Typical of these is young Joan Van Horn 
accusation that IBM gives preferential equipment prices 
Pe its wnolly-ovwned subsidiary, Service Bureau Corpora- 


tion, in order to give it an advantage in the computer 


Game-Sharing and real-time markets. 
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Lutpm and the Feds Make Three," hoody's Computer 
iiGuetry survey, Winter, 1908-9, p., Lgl. 


2uanother Geeat Divide", p, 1/7. 


monopolistic, The main goal of this suit is divesti- 
ture by IBh of its various, divisions and perhaps 
restriction from certain markets such as time-sharing 
aac real-time, 

iBic has declared that it will fignt all of these 
Sere yrcorousiy, and of coursey contends that they 


ee i111 founded, Since 1956, IB has contented the 


Justice Department with the consent decree of that 
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year, but since 70-/75 percent market control i 
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commonly acknowledged to be justification for anti- 


The most convincing argument put fortn by IB 
is that its development and expansion almost single- 
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handedly spawned tne data 
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rocesSing industry es we 

know it today, and that new companies are continuously 
Sterting and flourishins, Many other companies in the 
mAeuUStry agree with this. iso, IBM's careful observance 
Ge nondisecriminatory pricing and disdain for price 
@mrting have constructed a price umbrella, allowing 


other firms to keep their prices relatively hish, t+ 
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liunder I3h's Unbrella," ieoar eye Seto, 1953, 


There are taany who believe thet civestiture 
by IBl: of many of its divisions and subsidiaries will 
lead to dominance by many smaller I1P:.'s and serve no 
real purpose, This was in fact the case wnen Standard 
Seinwas jpidicially broken up, “With indebendert TBri 


Spin-offs comps 
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th other companies in more 
Specialized areas, many prospective customers may still 
prefer the ex-I5BM procucts because of past experience 
and the expectation that they will receive higher 
quality because of Ibm's observance of tha consent 


decree and tne splittins legal action, 
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and software from its hardvere aeeees structure and 

is now selling it independertly in competition with 

smaller software houses, The decrease in equipment 

prices is roughly three percent, Now other comouter 

Poe eee tre plied to do the sams, Like it or not, 
Although continually faced with legal action, 

Mee has built up a hish auality reputation respected 

By most customers, Many competitors and the public, 


Whatever the outcome of the present legal skirmish, 


manyv agree that IBi tll continue to be prosperous and 
perhabs turn adversity into advantase 
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Cottpany History and Thomas J, Watson 
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IB. wes not fournced by Thomas J, watson, yet 


Lis development into tocay's successful company can be 


largely attzxibuted to 
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Se eeecter, gpOais ana celiers were originally rormulatec 


ad 
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Byethne elcer watson, Most are perpetuated in one form 
Or another today, fourteen years after Thomas J, Watson's 
Few Larse industrial corporations have been so 


heavily influenced by ore man as IBri, ‘iatsan's role in 


Bornelius VYVancdercsilt or Gherles Schwab. To understand 
IBM, one must have some knowledge of its patriarch and 


major developer, Thomas J, Watson, 


Le fae 


Themas Watson was born to modest agricultural 
Surrouncings in Painted Post, Kew York in 1893, At the 
age of 18, and after one year at a small business and 
accounting college, he left home to become a salesman, 
in do doing, he forsook legal and teaching careers in 


favor of the marvel of receiving money for doing something 


A 
~~! 


he enjoyed, In this case it was talking to people and 
selling organs a 

Watson was affected profoundly by his early sales 
excerlences, One of his first observations was wnat he 
Saw as the golden rule of business: "Good business is 
a Dargain that benefits both parties, "2 Tom Watson was 
selling organs for C, B, Barron, whom he looked up to 
Pomc eG. (Ove alecmanchiip, However, he looked on Sanron 
unscrupulous busiress morality with great distaste, 
Watson regarded Barron as a good lesson in bad business 


~ 
. 


ethics, but took from him his grooming and dress standar 
which were toa be reflected by IBM.salesmen years after 
Watson's death, 2 


The final great influence of younz Tom Watson's 


ua 


Sales care®r was that of alcohol. Time after time he 
Saw otherwise successful salesmen succumb to whiskey 


while on the road, and quickly Squander any gains they 


5 


had made, Since those early days, Watson abstaired and 
Strongly encouraged similar behavior on the part of his 
associates,4 


It was in 1895 that Thomas Watson's career began 


ner ee oars ae SR we ee oe oe 


lBelden and Belden, Lensthening Shadow. p,. 5. 


21bid., Dewees 


3Ibid., p. 14, 
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to blossom in earnest. In that year he went to work 


for The National Cash Register Company. As before 


Watson proved to be an outstanding salesman, His 
success led to rapid recognition by KCR rresident, 


rs 


Boum 1, PattersormS who was.a visgorous proponene o 


written procedures fer nearly everything and a noteworthy 


sh) 


ageressive buSiness tactician, 


Patterson promoted Thomas Watson to Assistant 
sales Manager in 1908, after his successful administra- 
tion of NOR!s second-hand operation, It was then that 
Watson became recognized as a better executive than he 


‘ai 


was 2 Salesman,% 1t should be noted, however, that 


Watson mistrusted Patterson's many sales theories and 


procedures, He made his reputation with NCR by modifi- 


Cation of these procedures and not through innovation, > 


In 1912, Watson's career suffered a severe blow 
when 30 NCR officials, including ratterson and Watson, 
were indicted by the Justice Department as being in 


violation of the Sherman Anti-Trust Act of 1890, a result 
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Metneis; unscrupulous discrediting of competitors equipment, * 
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Borvictctons were later browuzint about, but through a 
Series of appeals and the passage of time, Watson never 
served the sentence, 

Thomas ‘latson emerged from this experience 
somewhat disillusioned with Patterson, severely humili- 
ated, and instilled with a new sense of moral correctness 
which was to dominate his behavior the rest of his life,+ 

The next year was one of great change fos Thomas 
Watson, He helped John Patterson and NCR rescue the 
€2 37ens of Dayton, Ohio from the preat flood of 1913. 
Later that year he married Jeannette Kittredge, And 
Mminalliy he was fired by ratterson; possibly for over- 
@ealousness, leading Patterson to believe the popular 
Watson was attemptirg to seize too much power, 4 

Although ‘Slaison was emotionally struck down by 
this turn of events, he was determined to seek future 
Berceess, prererably on his own or with a small organization 
an which he could make his mark quickly. After turning 
down promising offers from such industrial giants as 
Seoeral Electric and General Motors, Thomas Watson 
accepted the position of Sales Manager with The Computing, 


Tabulating and Recording Company, C-T-R, as it was called, 


lRodgers, Think. p. 7/0, 


2Relden and Relden, Lengthening Shadow, p. &6, 


> I paste ee ee were 
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was a small holding company that owned Dayton Scale 

Company, Tabulating Machine Company, International Time 

Recording Company and Bundy lianufacturing Gompany. It 
1 


Meron y recently been in@orporated in June, 191 


Seeriecs Fitrt, Thomas Wdatsan succesded to the ruesiadency 


Moti), He was in 


" 


trumental in coordinating the various 
C-T-R holdings into an integrated unit and inculcating 
his high standards of conduct and salesinanship upon the 
organization, Then in 1924, C-T-R merged with the small 
gnternational Business Machines Corporation and assumed 


LUtS name, 2 


Taewyounc 184 trea aleeady started to build its 
Mali Menpunaeturiang facilitics in sndicott, New York, 
not far from the Watson homestead at Painted rost, The 
Bermery industry of that community at thé time was the 
Endicott~-Johnson Shoe Company, Thomas Watson was be- 
Friended by Georse HE, Johnson, President of the sho@ 
coinpany. Johnson had achieved great popularity in his 


Sregenizetion through warmth, camaraderie 


labor in the most unpleasant jobs alongside his employees, 


3 
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in later years it became apparent thas these charac- 
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nee Watson's behavior as strongly 
es the imteaculste grooming of C, B. Barron and the 
Peeorous ressmertation ard orsanization of John a. 
Patterson, In many ways “atson and his company were to 
become composites of all three individuals from the past. 
watson imposea twany symbolic regulations on his 


employees that were uniaque, Some remain in various and 


urvritten forms today, He insisted that craployees 
neitner drink nor smoke, Wgeeee Shirts: and eenserveciv. 


SuULtS were prescribed for salesmen, There were numerous 


om 


company songs bublished and sung, . Watson continuously 


4 


Pepe tenca his Saleemei to “NO Righti*., To Watson, the 
Way to righteousness was clear, He sovght and received 


avid Lovalty from all employees and thvovght of them as 
his family, Tnomas Watson and his IBM were inseperable 
. His perpetuation of the compeny image was 
Carried out on an almost evangelical plans, 
Pee oacli €O buildings IY“ prompted Thomas J, Watson, Jr, 
mo remark: ‘The company 15 in the family Unconscious, 
ThOmeaceetatseom led [os 


ln Gee aoc manner , 


Ssreat annual gains between 1914 and the mid 1950's, 


”y 


Meocs Ieicot increased from $4.1 million to S410 million, 
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libid,, p. 149, 
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Zuelden and Belden, Lengthening Shadow. p, 218. 





Pet income from 5,5 miliazon to 392.3 millior, amd cas: 


7 @ s 


G@avicers Gn common stock from nothirg to $12.7 million, 


ay 


Assets were multiple: 


i 


tures 24, number of employees 
times 34, development costs times 500, and data processing 


revenues tines 316,1 ALthoughn Lt is herd to assess the 


In 1955, 12" was accused of restraint of trade 


allesed to be sonmé GO per cant, ‘Jatson, since his days 


all IBh files to government serutiny, His attitude was 


Ehat IBil had won its market position fairly, through 
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iq business principles, 
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Eien Lyn oLfer its macifines for sale as well as rent was 
meron red by watson, in that IDM provided service 
Meechines, end tnerefore, leasing benefitted IBM's 


customers, 


Thomas “Vlatson visorouslv opodosed signin 


GY 
M 


consent decree to satisfy litigation because he inter- 


preted it as an admissioc of wrong-doinzs., What 


et 


could never unserstar? ever after the consent decree wes 
Seigrec in 1955 by Thomas “atson, Ir 
thet innocence is no excuse before the law 
Opinion that competitive success in Anerica is virtuous 
Beciechet bisress creates eaoc: a philosophy that stil} 
confronts anti-trust proceedin 3,2 
iG LS Sientireant taar 


, Ln his twilight years 


Thomas Watson's virtuous dDhilosophies were 


iy 


O@Ge Sitauccn 


Ey 21S beloved country's actions. The intesrity which 


Boarmeated Watson's charecter anc that of LB“ wes to be 


Pocked by the country's attituce toward bizness, Watson 


a 


Pound there yore unpredictable and refractory forces which 
r the first time, could not influence shaping his 


tater fr 1S50. Trhenes J. Watson disd. and his 


! $ 
eldest son, Thomas J, Watson, Jr, succeeded him as 

Chairman of the Board, where he still actively governs 
the company. Giving up a successful career in the Air 


Force, Tom watson has led [B+ on to even gfrez 


ab: 


OQ 


Mim Olneest Son, Arthtr Ko watson, is presently Vice 
Sfadirman Of the Board ard past Chairman of the world Trade 


Corporation, wholly owned IBM subsidiary for all 
lib; Q 
Ligier Pe coor 
2ibid De sor 
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3See Chapter iI, 
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earson, the forceful, dynamic, highly competitive and 
demanding IBM Pre sident.2 . 

Under the new regime, many of the old standards 
of the senior Watson have disappeared, such as the IB, 
songbook, stiff collars, and drinking and smoking taboos, 
But there remains the essence of Watson in the Loyalty 
Zeemo Overs. Conservative dress amons Salesmen, and the 
perceptible belief in doing rizht, Ait would be naive 
BO -aisiums 


, NOwever, that this belief is not strongly 


fluenced by the consent decree of 19535 and the 


CA 


Soncinu0cus scrutiny of the Justice Department, ever-~ 
Baetess, loyalty among 12M employees in such a large 
Organization is unique and may be attributed to a 
ervasive attitude that IBM is too good to be destroyed 
; 2 
by either competition or legal action, 
Aside from the other various indicators of growth 


and success enumerated in this research, it should be 


noted that LBM now employs about 250,000 people, one half 


Ne ee er ee 


Littixon Pia Coe Name lem Ss Srrhur Watson Ambassador 
to France," ‘jall Street Journal, March 4, 19/0, p. 2, 
Meee. “py 249, 


ee 


ipa, (py0283. 


of which are collese gcaduates, Ite ss tock markct value 
Pe moms than all the Bedid Weld in Fort imex, Sicgtificent 
from an employee's point of view, Isri is the worlc's 
largest non-union company. The benevolence Inspired by 
eorse HH. Johnson is apparent in the benefits received 


Py ‘lbMters", which exceed national union de emands, 1 


Corporate Beliefs and Goals, 

IBM's character and buSiress Success is pre 
Sceveral beliefs, as set forth by Thomas J. Watson 
in 1963.2 These beliefs are Simple, and although business 
conditions and strategies change, the beliefs remain 
unchanged, 

The first of these is respect for the individual 
meen form of wages, job security, dignity, accompiish- 
ment and involvement, Dignity is perpetuated through an 
"open door" policy which is practiced as frequently as 


possible, 3 All business decisions are considered in 


light of what may be right for 1lBMis peopi 


Joe 


Theesecora pelist is thet customer service should 
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Re ERIE Pre ne et ated Ee ge al: Ce 


Mibjostdlay a oe 





cia 
2Thomas J. Paeecoume Ir sa Ssimeso andtits Bolles: 
ane ideas that Helped | Build IBM, New York: MeGraw-Hill 


Sibid,, ie 2s 


Pipi. Pp. 70: 
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be the primary business goal, Equipment and systeis 
are designed to fit customers’ needs, ratiner than 


fitting their needs to existing equipaent, + 


oO 


le 


Pima by, lb.) bel 
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eves that it should pursue all 


j- ia 
om 
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tasks with the a they can be dore in a superio 


3-4 


fashion, This embraces the philosophies of optimism, 


Serius iasm, excitemenc, and pace, 4 


ee 


One Cheers sores: Che pacceri sts Of Jeri succes, 


a 


and yet one of the most entgmatic to its bell 


{ ° 
w 


ers 
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growth, Figures throughout this research attest to 
hat IB has grown at a rapid pace, hand-in- 
hand with its data processing market, 

Naturally, when such rapid expansion takes place 
Management must make adjustments to compensate for 
whatever changes take place. Many companies succeed or 
fall upon how well they adjust to expanding business 
Scales, 

In adapting to growth, Thomas Watson, Jr, has 
also enumerated the most significant lessons Learned 
tChroush LI3M's growth and the accompanying application 
of 1IBsi management beliefs? The first lesson 


~ atmos a 


prerequisite in any modern industry, is to keep pace with 


lipid., p, 31. 
pda. P, 35. 


alesde, Pe 7. 


4.7 


current technolagy in all relevant areas, Relevancy 
in this case also eoxpards with technological development 


and compeny growtn, 

The secor:d lesson is that education and two-way 
communications between all .internal levels must be free 
Pe@aeopen, in fact, wien the company is srowing, these 
Bactoxrs must be comeitructed at e rate exceeding the 
Srovith rate to accommodate the geometrically expanding 
communications network possibilities, The most vital 


intent of this lesson is thet all employees and managers 


ganization and their roles in it, 

& short and self-explanatory lesson is that 
complecency is deaaly, In some ways this lesson was 
Lgnored by the elder Watson himself when he chose not 
to buy the computer pioneering eckert-Mauchly Company 


in the early 1950's,} Uae. Or) bie Ormer Lond is 


seen to have not learned this lesson until too long 
Oeeet 1ts successjul tabulation of the 1952 election 


MemGcens.- 


Large organizations growing even larger are apt 


meebecome Lvagmenced, The next lesson, then, is that 


a 


— 
@ 


lRodgers, Mien. <p, 


2See Chapter II (Univac). 


4.8 


divisional or deovartmental cooperation is essential, 
Company interests should always assume a position over 
all others within the organizations, This is in essence 
the dilemna normally faced by decentralized companies 

in selecting appropriate fivrancial and management 


GoRmecrols, 


The final lesson is that company beliefs must 


D 


meoys take precedence over goals, policies or pro- 


cedures, tir, vatson quotes British economist Walter 
bagehot: "Strong belicfs win strong men and then make 
them stronger,' Then Watson adds: "And as mer become 


stronger, so do the organizations to which they belong, "4 


these belisats and lessons into future IBM operatiors, He 
does so by stating that there must be a 
tion of national and public interests as a function of 
corporate bigness 
more specifically, Mr. Watson asserts that in the 
modern business environment there has to be continual 
Mmarec, and that today's execttive must think as a citizen 
as Well aS a businessman. in do doing, his planning must 
Memequatly beneilicial to employees, stockholders and the 


Memos ee PUSinesSeme; fare, therefore, influential public 


me See eee ee ee ee ee 


IWatson, Jc. Beliefs, vp. 73, 


Pemcers, “fhe public isVeontimiously insisting on social 


beetermenc, 2nd the vorid dénrands’ creativity, imagination, 


arncd boldness, it is bus 


2 


ess marasement's responsibility 
to meet those demands, lt 
Specific refererees to IBM's attempts to meet 


these challenges ard apply its beliefs are discussed in 


Chapter Vi. 
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and pinpoint key positions in the organlizetion so that 
the irdivicuals filling these positions may ke 
designated, 

axnibit Il is a basic portrayal of the IB... formal 
Om@eyesazation, with raportins resporsibilityv shown by 


Beeeeectins lines, in typical fashion, IBri is controlle 


eee wes common NI1-eCtoOrs. teoresontins stocxholcers, 
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15 aos “> ah $e bn Ay ‘ 3 aa ak “~ at 
fee batetei,y cestos@icle to the boera of directors is 
tad 4 Ee ed in ae to v- = = - - - Be ~ g, ake +o om 
the i8ri corporete office headed by the Chairiaan of tne 
i] 2S ey eee pee oy ee ot pal a 5] ies BPRS Es a oy coule 
eoara of Tiirectors, «cresicent, Viee Chairman of the 


Board ard the most serior vice president. This is 


3 
jute 
9) 


ot sar there 
poo ane xectitivs Ce@meiittice operetirs in conjunction 


witn the Corporate Office or matters of long ranse 


Dleeman® and policy, It consists of the Chairman of 


me Poard, rresidenot, Vice Chairmar of the Board Cc 
a5 3 + ya it —s *, mt 1 aft i Ju va ~~ 7" fea = ad a 
Bo chaivec by former LE: Fresident, Albert “Jilliams, 


° 3 a Peet L ~ a “an 72 4 bd = 
lt provides an executive forum for fr, Willians' 


SBstensive expsctisence in tne corocretion eas past 


herp ene. GiteceEly GO me Coagiralan Gl tns Board 


eee UCC melee mCONS etic Of Enrae Senior 


The Naragemant Committees edvisces the Chairman largely 
on operatioral matters, The manasement staff is concerned 
primarily with executive resources, management systems, 


md other matters celatirg to the execution of manasement 


Peper. to veme President ace the Yice rresident/ 
Chief Scientist, the Vice president/General svianeger of 


the Data rrocessing Group (of divisions), and the Vice 


rresidernt/Group s»ecaitive of all other divisiors except 
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h, @Ad Real Estate and Construction divisions, 
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Sins (Geel, “Cortvains six divisions 


responsible for cevelopment, manufacturing and marketing 


a ~~ ~ ae = ~” 7 te, re] Pion Ps — o 
of all stardard computer or data processing systems, 


The other group is comprisec of divisions responsible 
for developuent, manufacturing, and marketing of all 
non-standard data processing systems plus all non-data 
meocecocims procucts, in addition, 32t also contains the 
wholly-owned subsidiaries, Science Reasearch Associates 
end Service Bureau Corporation, The precise functions 
of these civisiors and subsidiaries are discussed in 
later paragraphs, 


Reporting to the Vice Chairman of the RPoard are 


ieee Oe ecient Cercral sounsel, Vice President 


Director of the Research Division, and the Vice President 


(2) 
a 


Giairman ard President of the World Trade Corporati 
(a wholly-owned subsidiary managing all international 
affairs), This elignmert has been induced primarily 


Bee-Use ncentr ho eaeson, bCrotmer of Chairman Thomas J, 


es) 


Watson, Jr. is the former Chairman of World Trade Corpora-~- 
tion ard has extensive experience in international tatters, 
Reporting to the Senior Vice president are the 


Vice President in charge of the Corporate Operations and 


epscnior Yiceutresident in charse of 
the Gorporate Finance ard Plannirg Staff, The Corporate 
Sneratiqus mia services Stati oversees matters concern~ 


ing administration, commercial development, communications 


3 > 
enginesring programming, technology, manufacturing, 
macketing, personnel, programming, service, standards, 


real estate and construction, it also houses the 
corporate secretary and his staff, The Corporate 


Finance and Planning Staff is concerned with all 


financial, planning and internal data processing 
Systems matters, it is the staff in which the Controller, 


Treasurer and Chief Economist operate, As is often the 
@es2, bOrl Salis cross operaczonal division Lines 


rovidineg te dead 3. a ‘cess vita nformation, 
Providing continuity and acce EG. Valal anzormat zor 


divisions and subsSiazaries form 
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the operational functions of the company, All research 
mBeeoduct development, manufacturing, marketing, customer 
services and facilities development matters are emecuted 
in these organizational entities Descriptions of their 


respective functions are as follows:} 
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Beocuct ard business areas new to 18M, establishes their 
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poeentie! Value, and Gen tearsfers prociuct responsi- 
bility to the cognizant ooseratirg group (i.e., Data 
Processing Group) or division for further development, 
manufecturing and marketing, It is related to the 


Pesearch Gffort. Petrous oriented pramarctly to potential 


markets and customer reatinrements, 


THE COMPOMENIS DIVISIOR develops, manufactures 
and purchases electronic components used in IBM data 


processing systems, It is tls division wnich would be 


responsible for drawing specifications for and purchasing 
of electronics components such es transistors and modular 


imierocirctitory from other svopliers, foreign and domestic, 


(> 


Mee Components Divi®sicn is part of the Data rrocessing 
eroup, 


IBM line of information~handling systems, equipment and 


Supplies through branch offices throvghout the United 


et 


States, The only exceptions to this array of product 


% 


responsibility are the low-cost data processing equipments, 


f 


such as unit record (punched card) equipment, card input; 


a] 


Cutput machines, data acquisition and control equipment, 
and the newly-announced, small System/3. The Data 


Processing Division is a component of the Data Processing 


Sa) 
ON 


TAS SPEVISAD SYS fers DIVISION concentrates on 
advancea technology and systems for ground-based, 
@€irborne and space-bocne information-handling and 
Beintre. neees Of the U.S. Government, lt is this 


Pee On Whiiciees, participating actively in the national 


Space prog 


es ee NG 


~ 


Pino emUiVisi0l 125 2 pact oT 

the Pata Processing Group, It provides maintenance 

mea srclatec services for liwm's domestic information 
handling systems and equipment, All repairs, mainten- 
ance and updating of customers eaulpment under contract 


Mecmwoaececomolished by this division throusn the various 


Meee. branch offices. 


Tae GENERAL SYSTz2mMS DIVISION is anothezxz meinber 
of the Data Processing Group and is responsible fox 


imamutacturing, development and programming activities 


me 


pe a> | 


in the area of the low-cost data processing equior 
not managed by the Data Processing Division This ,divi- 
sion is meant to place a special focus on the "low end" 
of the product spectrum, which in many cases benefit from 
marketing techniques and expe2rtise different from the 

ib 


larger computer systems, 


ieee OO CO. 0s PIYIS JON develops, 


liz Data Processinz uD ee Of Wevember 5, 
f5 


Let 
1969 by R. A. Russack DrGi4 ole 


oy 


manufactures and markets data processing cards and 
=% 


Paper forms, magnetic tape and other consumable products 


used in information-handlinzg systems, Its product line 
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also incluaes syste.a 
Meteaevyal Gistkibution and display of business records, 
This division may be more aptly described as being in 


the supplies business 


THE OF FICS PROBUCTS DIVISION develops, manufac- 
iMigec., Nar<ecs ant services electric typewriters, 
Magnetic typewriters, Gictation equipment, cold-type 
publication composing equipment, and related supplies, 
These are all the hardward products not directly 


related to computers and data processing systems, 
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for the design, construction, purchase or lease of facil: 
(eece 2°Clicing che plannags and locatia@megof sites, It 
has cognizance over plants and laboratories in 25 U.S. 


cities plus 1/7 plants in Argentivra, Brazil, Canada, 


Sere niola, France, Vest Germany, India, italy, Japan, 
Mexico, The Netherlands, Sweden and the Unitea Kingdom, 


eieanes 1965 this division Was manazsing construction of 


Lae 


€42 mew foreign and domestic facilities, and expansion of 


QD? 


19 others. Tne esate ana Gorstreecion Diviszon has 


Mae eowme een Ol tf 1Ces An VvVittvally every major city in 
26 Jy 


}+ 


Mi Ul SMC Cd ea, ecna ll Cities. Tats 2s the only 
Givisiepmemperatinz in a staff “envirorment (Corporate 


Soe, cottons and Services staft) becatise oy the centralized 
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moti entenc On COOTGinareca Lacilities development an 
capital anvestmert, ; 
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orga lenent and reports directly to the Vice 


Wereirrmam Of tie voara of Direcrors. 


it davelovs advanced 
Gonrceptcs, technologies, devices and computer applications 
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Tne Government, fducation and “edicine Region 
Operates overscas as well as in the U.S., providing 
marketing services for the World Trede Corporation 
in these areas,+ 
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thanking within the company, These changes have come 
about for various reasons, but eech one was inspired 


by motivations which may give insight into the IBM 
Corporate character, 

AS previously mentioned, the consent decree of 
1956 signed by IBM in answer to charges that IB was 
nonopolistic and possibly in restraint of trade had 
Beeoround effects on I1Bt., As a result of that action, 
IBM segregated most of its data processing services for 


customers ard formed the wholly-owned subsidiary, 
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Pecwaliy. in manyernstanees, SEC and ibs become 


competitors when a potential customer is undeciced as 
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another campany to do the job, 
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terminals while processing, computer services have be- 
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again, As a result, all real- 
communications applications have now been turned over 
to the SBC and rate structures have been reexamined to 
Mesure NON-compsetitive pricine does not exist, 


About 1960 IBM realized that the data processing 


marketins area had become too large for the general 
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Split into the Commercial Region and Government, 
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Share of a customer's tasks in e way acceptable to the 
me oner, ihessales cepresentative must become intimately 
familiac with the workings of not only the customer's 
Sempany, bit also its entime industrial environment, 
This is in consonance with IBM's long standing emphasis 
on intensive marketing technigues emphasizing customer 
service, 

In 1964 I8M established the Executive Committee 


Gemroosea Of Chatemar of the Board, Tnomas J. Watson, Jr., 


Peeemaienty 1, Vineent Learson, Vice Chairman, Arthur 


K. Watson and Executive Committee Chairman, Albert 
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LBm culminetirg with his term as corporation President 
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from 1961 to 1966, Because of his expexienc n 
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knowledge Of JBM, he was requested to remain active 
Memeo Oreanizacszen (he is also a director) throuzh 
che Executive Committee, It is interesting that this 
gro.ip would be formed to retain the counsel of one 
man who was rot widely known for dynamic and pexsonal. 
ger luencs On corporate character, 
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mem years sec the pace in modern industry, 1Br: felt 
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increasingly important erea of proper selection and 
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Peete ye emionasts Ol We rsonunel selection and education 


certainly seems to be well’ founded, it is not a new 


aAnasement 


ming activities releting to low-cost data processirg 
equipmert, This is an effort to differentiate between 
the large and medium scale computing systems and the 
small systens and peripheral devices used by small 
business customers, in the realization that the needs 
of these customers are irdeed different, This differ- 


entiation will help to ensure that these Low-cost products 


are not designed with features not required or wanted by 
Miewsiiall cyvstoner, and hence will save him monev, 

It can be readily seen that most of the recent 
Chanses mantlioned above relate directly to IBM's customers 


in an effort to render batter support, Of the remaining 
Changes, one relates to judicial action and the other to 
execiitive leadership, Iazal confrontation will most 


certainly continue to shapa I8M philosophy for mary years 
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Bie pOgwiela new posibiom) ingl?66,° with responsability 
Syerearess relative to his Sreatest experience, both 
attest to that philosophy, 
Key rositions 

Tieeer wore Oren 247-10 ~erert an ExALpAt 11 
furnishes a good base for electing the JBM executives 
to be exemired in Chaoter V, Executives in charge of 
nearly all captisus on the chart have been desisnated 
€éS appropriate, The total mirnber of executives stucied 
mee oO,  esemanation of the oreanazatior chart reveals 
leace than “3 captions, In so: Arstances one executive 
PeepcitLorming im more than one capacity on the chart. 

Tne execi:itives coming wnder this study are 
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It may be noted that all members of the Board of 
Directors not employed by I8:i as officers have been 
eyicted From the study because they come frem outside the 
SOrveny and tneizc characteristics are not Jikely to have 
Some under the infinence of IBil curing their inore forma- 
tive years, as is the case with most IBM career executives, 


Me Sane CoOnditi.0o 7 applies to the rresicer.t of Science 


Peoeee Cl Seooctates, Ire,, bécause that firm, along 
beth its executives, was acquired externally by LEM, 

“e mow have the besic ground work to preceed 
with the examination of these 43 men who have guided 
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In the Last chnaoter the various managem 
to be analyzed were identified, For specific 
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characteristicS cf 310 top management personnel, 
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each is pvurported to be a leader ts respective 
Pome StCatecticoal consideration, it may be noted 


m@fece Lar aS rot ore of the 15 firms corstaituting the 


| iewcet@eontes Of Characre: isr4cs used, in the 
Survey are largely those extracted from IBil executive 
Dicsraphical data, These characteristics are: median 
and averas 
firm, number of collegiate degrees held, most frequent 
Sieerting job finctions, primary job functions, last 
Heo Linction prior te most recent promotion, mul ti- 
functional job experience, and most frequent rovtes to 
ELOp manasemert promotions, In addition, certain charac- 


teristics within the IBr! executive group will be discussed 


ie 2s e 


foeeeemcrt Statistres , 


a) ee ee ed 


1. AG2;y The averase of the survey group is 56 years 


lietter from Carlton A, Pe Gers 
mManazement ard Director of the Stant 
Beaneord University, bec, 8, 1969, 


essor of Busiress 
Oman Cr atl, 


9 


~! 
soe 


Of the LbM ton menacement sro:p is S31, While not a 


~~ me 


Peer t lines dir fe 


4 


ee OO * es C a - o rf Ps i 
ANCA 1 Coes) InGTeIce thet Jet tena 


3 


ry 


t- 
iT 


to val:e yovth and remainirs productive manaseme 


Poeceati.ch et least as highly es other successft:l andustrial 


‘4 
*® 
° 


tenuxe of 29 years and median tenure of 30 years 
es +, af i - a7 Sieg ~ 3-8 -! * A Ee a : y 

Bamilar figures for IRM are 24,5 and 23 years, respec- 
Mmevely. ihis “vencs to reinforce the previous concivsion, 


Dit acds tne angredtent of promotion speed, Abdparentily 


ta! 
bo 
cYT 
() 
= 
ar 
Lp) 
Se 
O 
we 
t+4 
t—/ 
fn 


be ? ale Ran ) 4- DT mete FAR OKD 
Bevo 2ava Ceo LES Breet Live oS Peace. 


Beo pp, 29d Hot inerely hared them at a 


ct 
2 
sp) 
= 
> 
: 
Av 
“< 
() 


younger age, 


Lash oye On) a deeras Pol) mt iwc ws mir == 4 ° eee 
See A Gee SE UCATIO In this area 


Only / per cent of li: exeacr-tives hac none Fifty-five 


o] i 5 = ae 
ae OL INOS Gee eee Ae 


a 
(D 
oy 
(D 
tr 
an 
ea 
Se 
OO 
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BAecutives. The only variation here is that: 
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Institutions by which cegrees were conferred 


cent received at least ona cegree from Harvard University, 
37 per cent received at least one degree from an Ivy 
league university, and 51 par cent received at least one 
goepree from what world normally be called ean "Bastern” 
Peter tien, itt is difticult to dvar 2 conclusison from 
Meeee statistics, bit two hypotheses come to mind; thet 
gastern! or Ivy Leagve schools have historically 


equipped managers more adequately than others for IBM's 


purposes; or that [3h's historical roots and corporate 
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Weeeeare located in the eastern United States, creating 
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an affinity between IBM and eastern graduates, These 
hypotheses ar2 offered for the reecer's speculation only, 
ard may not be unicue to IBM, 

4, STARTING JO3 FUSCT1I0OUS. The functional area 


in which executives begin their career with an organization 


1S sometimes useful in viewing selection philosophy and 
SOmpany attitudes toward personnel resources, 


The survey group showed that most executives 
entered their respective brsinesses in the functional 
aneas of production, engineering 


, accounting and finance, 
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bat it id. be noted that some of that segment entered 
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This overwhelming terdency toward mart 
out the senior Watson's legacy to the organization, It 


is the single most conspicvous characteristic unique 


Peorrsssing in their careers, they are most often assigned 
to one function more than any other This is the primary 
Foo Lunction, 

The most frequent primary functional occurrence 
Br cthe Survey group by far was production (35 per cent), 
With marketing (19 per cent) and accounting (17 pex cent) 


Placing ea distant second and third place, We can see a4 
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aslignt rise in the proportion of executives entering 
marketing efter starting in another functional area, 
Gr) Themothemalerd. )15M execumaaes Seem™mto Hage 
continued in the marketing area for the most part (49 
per cent), The next most predominant function reraains 
fPeeeercu,  rxhibit LV shows a slaizht trend toward 


production and very low frequencies in those arees as 


Starting jobs, Some who started in marketing branched 
inte these fvnections as primary career specialitics, 


ime 2ndication here is that marketing is a vital 
prerequisite to career development in IBM, It continues 
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vent area throughout 
Sareers, bet seme others have branched imto prodvetion 
end finance after having gained an appreciation for the 
marketing considerations which are so dominant in IBM's 
business philoso 
Go JOB GG iGt ea Oreo OST RECSME SROFOT ION, 
The trend amons the surveyed executives continucs to 
gravitate toward production (45 per cant) and marketing 
(27 per cent), during the later stages of their careers, 


Gonversely, ixhibit IV shows a trend away from engineerin 


meseacGn. and finance, [his Conlarys Waat one macht 
logically suppose; that production is one of the most 
wicalsivurctions in. an industrial corporation, with 
marketing also playing an important role, 

Within LBi., execi:tives have been promoted to 
their present positions mostly from the marketing area 
in rougnly the same proportion in which they developed 
their entire cereers, ALL other functional areas exist 
as stepping stones to execttlive positions in about the 
same relative frequency as primary functions 

Joe ii VAPUNCT LOA eee NC, “Another indicacor 
of the character of corporate management is whether their 
careers have developed in a single function or multiple 
furctions, Single function experience development 
mleCates tga. an Orsanization conssdars a function(s} 

Or such overriding importance that significant exposure 
to other areas is less important than depth of experiences 
in that favored function 

Ainong executives in the survey group, 44.9 per 
cent had single fiunetion experience and 55,1 per cent 
worked im more than one functional areas roughly half 
and half, In IBM 74.5 per cent of all exec:itives stayed 
Pmt sieele finetior prior to becoming a company officer, 


With Only 25.5 per cent working in multiple functions, 
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executive route in 13M is marketing 


Bere distance by production and finance, 


Pee oges| barasement Characteristics, 
Line versus staff experience is a frequent 

Subject of discussion with regard to top management 

character, Of all surveyed executives, 72 per cent 
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progressed through their careers in line functions, 
The IBM pattern shows line experience at about 82 per 
Gent, with only occasional exposiire of these execi.tives 
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The inference here is that IBM valves the 
executive who has had experience with operational areas 
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Pereelorlariy coccerred, as 1S ell wouernm maresenert, 


lr some cixcles, pbeodle are reirg capitelized 


Pectvations in owners’ equity, Likewise, some 
income statements show moretary gairs ard losses in 
Persornel valvation, This extent of personne 
emphesis has beer recently fvrthered by t 
of Michigan team of R, Lee Brummet ard Rersis Likert 
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in their experiments at the h, G, barry Corporation, 


Memeo 1O2ical to lLoox for exXsarsion Gt this concept into 
the executive management area, including quentitative 
evaluations of both individvels and events, 


The above example points up the value being placed 
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On people in seneral and maragers i” partiletle: by 
cortesmporarv American b-sinesses, Maneserart 
eersO' nel are mo beims lo@iked Woo? 95 a scarce 
Boaeevrce whi.cnhémest be competed for and conmeercvec. 
Pee oeretwors for the cen in this area will re- 
erire better use of talert, more competitive work 
environments, interesting challerges and consistent 
eewards for efforts, 
actors involved in this evolution are the 
National birthrate decline, rational growth in 

companies; increasing business 
complexity and greater demands fr com outside industr 

(i.e.. goverrmnent, social organizations, and inter- 
mational aid), To Live with these restrictions, 
businesses will have to either reduce the number of 
executives required per function, identify and hold 

Pie 2000 talent, increase the future supely of executive 
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Meme: Chrousgh training and experience, or upgrade their 
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Poreooomel functions, Or most likely do all four. 
Ingredients in the personnel area which must be 


developed or enhanced to remain competitive in the field 
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epexecutive talent are the following: Manpower assessment, 


Larch Patton, "The Coming Scramble for éxecutive 
Talent,’' Harvard Business Review, May-June 1967, p. 155, 
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promotion process aralysis and a thorough skills 
BenMtOLY, Ae lnegee 1S “Capita li ged Or m0; 


The Yankelovich Survey of "The top 500" in- 


Sestrial companies as determined by Fortine snows 
some profound phenomena, 1 Basically, these phenomena 
result ina true generation gad in business manage~ 


ment emerging from the imbatience of young managers 

and the resteltirg insecurity of the older executives, 
This insecurity stems from the yourger men's unwillirgs- 
ness to work their Way up in the business hierarchy, 
and their lack of motivation by money end position, 
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At today 1s so 
demanding that high performers are showing a great deal 
of mobility amorg all busiresses, The new motivators 
Pee Ow vecognition, satisiactse=, resporsiabality, and 
Challenge, Mary young psople ses these motivators more 
Beadiviy accessible ovtside the business community where 
Seere iS an opportunity for Pperticipation in, and 
ZmemmileriOn OL, Change. In order to satisty these 


people an 


companies are row having to allow young people the 


Gprortenity to ron and influence their organizations 


lRobert S$. Diamond, Mihat Business Thinks,” 
Fortune, December 1969, p, 115. 
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aboid possible alienation by new generations, and to 


attract and utilize the greatest amoung of talent possible 
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demands are centered involve human rian equality, 
sevirconinertal conditions, war, ard in general 
Guality of life, 

LBr:i has responded te these demands in various Ways, 
Pete erea of equal Sirployment opportunity, LBM is cngaséc 
gn miltiple prosrams irvolving employment, training and 


OP Ne =f, 


Seaerinity rehabilitation on its own and in cooperation 


Pacem other Organizatior 
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qualified emplovees on the basis of desire ard initiative, 
Under the aispi.ceas of tne Satioral Alliance of Business- 
men, Ibi: is concucting a program to employ and train 

Peerd corce™- employablas in four urban areas,+ 
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La Rei Opered a manufacturing 

plant in tne Becford-Stvuyvesant ghetto area af Brooklyr 

in 1958 which produces electronic cables and power supplies, 
The plant employs about 500 local residerts, I1BSi is also 


ining program for 


Ssporsoering a "street Academy" tre 12 
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disadvantaged youths to prepare them for college entrance, 
IpBui has been applyirg its talents to other socially 
3 
beneficial areas as follows: 


The subsidiary, Science Researcn Associstes, is 
@eacucvome pilot research and field Eestins Of DISTAR, 
anew learning system for the educationally disedvanteged 
gia below standard student. Six Chicago schools are being 
Sweolied with material and personnel to comsult with 
Meechers ard evaluate the system's prozress, 

IB. in Geneva, Switzerland has been working with 
the World Health Crsanization to set up a bio-medical 


MeatormaciLon Service in 58 countries, 
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A water pollutior system hss beer estublishead 
in viorpellier, France, end weather arnalySis is baing 
meeucted et the LBrseremte ic Canter iaelverts 2a 
PELlUtLon morittoring and modqel-buildireg 

IBi. has developed a‘system to aptimige the use 


= 


Pee CisStrioitionw of police manpower. it has also 
@eveloped arother system to mahntain status of police 
Venicles ard their sector assignments in wew York City 
in order to facilitate faster response to emersencies, 
An automatic fare collection system has bean 

established by l1Bitfor the Bay Area Rapid Transit 
Pimmegct (BRANT) ir San MRarcisco, Ga 
Maemenrsc credit cards instead of tokens, 
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[hits Advanced Systems Development bivis 
Worx<ing With .tne Urban Housing Mo@el for the Mational 


Peean Coalition's Task rorce on Urban housing, Develop- 


meee ior, cornstructior, investmert, and return on 
Investments, 

It 18 apperent fron the above projects that IBM 
1s striving to make itself as attractive as possible 
as a Socially corsciows and progressive organization, 
Pemeyeltas an active Participant an the Shaping of our future 


Jives and ervirorment, fio oman Semor COnSCLOCS ness 


which is being shown by many leadirs incustrial organi-~ 
Zations today, AS a practical mater, it mist be stated 
Moat Insole Capitalistic Sys@ee, Cae metevetions for Such 


actiors may be traced back to profits and satisfaction of 
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Stockholders through better management and more conpetent 
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have been most often referred to as “anti-esteblishment! 
Sentiments among many young people. Where this relates 


to busiress, there is a common feeling that most college 
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sraduates are not attracted to busiress cereers,~ 


Surprisingly, IBA management firds little evidence 
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of these aversSions in yours people, However, IB. specifies 
that they are hiring ihany young people, most of whom have 
Sxpectatio se, adeals 2aedramce: (26 FO Charge 
thires for the better, This reflection is in accord with 


Beevyious findings of this research, 


Chater tan watson Mece.tme Torro comments to ILBrt 
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Pearmagement in December, 1959 on this very subject: 
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mot perceive charga as a cyranic factor 
in business, Too often they don't see 

Beyorud the Venu Of files end Ferree thet 
CMerecteri2o faves Creanizat i ooe, Ene y 
Gon't see us responding to the reeds of 
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Be die a2eecece Cee be tiUce toware 
such nevicomers c@n fdake a bie difference, 
if a new employee comes throwsh with an 
idea, don't just tell him we've looked at 
tnat before and rejected it, Gircumstances 
may have cnacnged, The new employee may have 
mew ractors or a different approach, It is 
our job always to be on the Lookout for ideas 
that can be developed inte corstructive change, 


Except for the basic beliecis, we are 
prevered to change almost everything about 
this compary. This is the riessage we nead 
to get across to the new gereration, Your 
atthivde vee tell Ube story, bevrer faa 
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mencent symposium erweritied “Ine Corporation, I97oy" 


Ievyitea were 40 student leaders from various U,S, campuses 
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to corfer with varicus IB executives ard guests from 
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Mew! Unie Stvdcents views on subjects vitally important to 


Eien and t0 the American corporation, Areas discussed 


life on the inside, and corporate involvement overseas, 


Althoush no new truths were formilated or advanced, 


each other, 


lt is the idea that toth the corporetion and the po- 


tentiel future executive now attencing college reed to become 
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better understooc that is most important, Understanding and 
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opreciatio-~ between these two groups which are so 
Seocitial tO Our society is tne only counterforce to 


@eereirvea polarization, 
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4uat Think So ane ticenuce SO de Page 
Pra brouser  tnin iia sagine, lovember=December 196y¥, p. lo. 
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there 1S pernaps a more subtie and imnediate change taking 
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the historically pervasive marketing emphasis toward 
PSC iO LOY, 


IBM hes always been technologically adequate, but 
never a real pioneer in the hardware area. As long as tne 
equipment has been competitively satisfactory, IBhu success- 
Euiiy chose to devote its efforts to salesmanshio end 
thorough customer support, 

In 1954, 15M gambled that an entire now mange of 
computers (systen/360), supersedirg nearly all others in 
Bes Own prodwct line as well as th@®e of its competitors, 


would be successful e@:ough to profitably justify the five 


i 


Belbiion dollar investment reaunired, The sienificance o 
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the decisi 
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nto g0 ahead with the project is rot so mich 
mete it Mes beer successful to datey but that Lt was made 
at the recommendation primarily of the System's developers 
and not its prospective seles Rangers , 2 in so dol nee 
overlayed its traditional marketing disciplines with 
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several notacl& chereacteristics were brought 


abewt in 13M as a result of the System/360 decision, 


For the first time 18:4 became a major manufacturer 


instead of an assumbler and tnarketer, Lt became the 
Perec ee larsest producer of intesrated cire@ees., 9 for 


tite Lirst time the domestic product lire wae identical 
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to that marketing in other countries throush tne World 


Trade Organizetion, Tnere have been three reorganize 
fone QCe107s Since 1960, all contributing to the eleya- 


tion of technically oriented manegers in the corporation 
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7, ints consistemtly nealthy cash 
poSition was severely re Sauted poaauee of the unprecedented 
need to finance expansion, t ; 

Although this action was precedent-setting within 
weet 1S not uniane to the industry. One of LBil*s most 
Syaaitc and successful competitors, Control Data Gorpora= 


tion has been concentrating on technology and enginecrins 
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Since its inception in 1956, Primary developer of the 


Beccessful CDC 6600 and the world's largest computer, the 


©9G /6900 is Seymour Cray, Senior Vice President at Control 
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mepenosct Lae luentiveal individual aon the Gontrol Date 
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